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Current Trends 


The Bureau of Labor Statistics reports construction unemployment dropped substan- 
tially in April... to the lowest level in 4 years. The rate for April. ..9.5 percent. . . contrasts 
to the 11.3 percent level in March. Employment in the building trades rose in April by 
175,000. . . bringing the total number working in the industry to over 4.2 million. The rate 
of improvement in building trade unemployment exceeded the drop in the overall unemploy- 
ment rate. .. which fell from 6.2 in March to 6.0 percent. . . the lowest level in 3% years. 


As had been predicted...a 10 percent mortgage rate has been announced by a 
number of lenders. .. including several of the largest S&Ls in California. This follows the 
upward trend that has been developing in recent weeks in all segments of the money 
market... both short-term and long-term. Treasury notes, bills, and bonds. ..always the 
trend setters...have all shown a steady upward movement. The Fed increased its discount 
rate % point...to 7 percent...and both banks and S&Ls were authorized by the FHLBB, 
the Fed, and the Federal Deposit Insurance Corporation to increase the interest rate paid on 
Certificates of Deposit. .. starting June 1. This move is designed to attract more money for 
mortgage lending into the thrift institutions... but as the cost of obtaining the money goes 
up...the thrift institutions will inevitably have to charge higher rates for their mortgages 

. which... according to the Bank Board... were at a national average level of about 9% 
percent for single-family homes in early April. 


Mortgage lending by federally-chartered Credit Unions...authorized last year 

. became effective on May 8. Credit Union spokesmen... generally...said that the 

individual institutions would probably take their time before getting into residential 

mortgages in any volume... to iron out any unfamiliar operating problems in this new field 
of activity. 


McGraw-Hill has released its latest estimate of plant expansion and modernization 
expenditures for 1978... indicating a total of $159.3 billion... 17 percent higher than 1977. 
Adjusted for inflation...the real gain will be 8.5 percent...only half of the apparent 
jump. The Company’s economists predict that the upward trend in plant expenditures will 
continue through 1981... when an annual rate of $182.2 billion (in 1978 dollars) is forecast. 


Net new savings receipts and mortgage lending of federally-insured S&Ls increased in 
March...the FHLBB reported. Receipts totaled $2.6 billion. According to the Board 
“most of the increase reflected usual seasonal influences.”’ Mortgage lending. .. at $9.2 
billion. .. continued only moderately below earlier peaks. Commitments for future lending 
rose in March by $1.6 billion to $22 billion...15 percent above the same month of 
1977. ..but the month-to-month increase was less than typical in March. The S&L activity 
for the month paralleled the experience of the Mutual Savings Banks. . . reported earlier. 


* 


Graduated Payment Mortgages Gain Popularity 


Graduated Payment Mortgages... started as a HUD demonstration and now an 
operational program... continue to grow at an increasing rate. During the last half of March 
over 2,000 applications were received by FHA... almost twice the level for the first half of 
the same month. If activity continues at the present rate, HUD can expect to receive 
approximately 30,000 applications during calendar 1978. These mortgages meet the needs of 
young families because payments are lower during the initial years of the mortgages. 





FYI 


National Association of Housing Specialists... Workshops on Urban Revitalization 
...New York, June 2-3; Boston, July 7-8; Atlanta, August 4-5; and Washington, D.C., 
September 27-30. Details: NAHS, 6813 Drylog St., N.E., Washington, D.C. 20007 
(202/350-0930). 


National Association of Plumbing, Heating and Cooling Contractors. .. Convention 
... Las Vegas, June 16-20. Details: NAPHCC, 1016 20th St., N.W., Washington, D.C. 20036 
(202/331-7675). 


Construction Specification Institute... Annual Convention...San Antonio, June 
18-21. Details: Walter Geisinger, CS/, 1150 17th St., N.W., Washington, D.C. 20036 
(202/833-2160). 
National Association of Home _ Builders... Institute of Residential Marketing 
.. Seminar... Washington, June 18-23. Details: NAHB Department of Training and Educa- 
tion, 15th & M Streets, N.W., Washington, D.C. 20005 (202/452-0200). 


Government Information Services... Seminars... Grantsmanship and Proposal Devel- 
opment... and Federal Funding for Small Communities... Washington, D.C., June 14-16 and 
Newport, R.I., July 17-21. Details: G/S, 752 National Press Building, Washington, D.C. 
20045 (202/638-5095). 


American Nuclear Society... Annual Meeting...San Diego, June 18-23. Details: 
David G. Pettengill, Meetings Manager, 555 No. Kensington Avenue, LaGrange Park, IIl. 
60525. 


National Society of Professional Engineers... Engineers Public Affairs Forum 
... Washington, June 19-21. Details: NSPE, 2029 K Street, N.W., Washington, D.C. 20006 
(202/331-7020). 


American Society for Engineering Education... Annual Conference... Vancouver, 
B.C., June 19-21. Details: ASEE, 1 Dupont Circle, Washington, D.C. 20036 (202/293-7080). 


American Society of Heating, Refrigerating, and Air Conditioning Engineers 
. Annual Meeting... Albuquerque, June 25-29. Details: ASHRAE, 345 East 47th Street, 
New York City 10017 (212/644-7953). 
American Water Works Association... Annual Conference... Atlantic City, June 
25-30. Details, AWWA, 6666 W. Quincy Avenue, Denver, Colorado 80235 (303/794-7711). 


* 
HUD Proposes Revised Energy Standards 


Revised construction standards. .. designed to produce greater energy savings in new, 
single-family homes built under FHA Programs...were published in the April 24 Federal 
Register. 


The proposed revisions of HUD’s Minimum Property Standards (MPS) for thermal 
insulation for one- and two-family dwellings spell out a variety of ways to reduce heat loss, 
including the placement of additional insulation in walls, ceilings and floors. 


Generally:..the proposed MPS thermal insulation revisions would raise present 
standards for energy conservation in FHA-insured new homes. These higher standards are 
expected to make homes more energy-efficient. 


However. . . builders would be allowed alternatives in meeting requirements to mini- 
mize heat loss. For instance... the building could be designed to reflect solar energy gain 
that exceeds heat loss. But alternative techniques must be cost effective to the consumer and 
not affect the durability and safety of the structure. 


Public comments are invited and can be sent to the HUD Rules Docket Clerk, Room 
5218, Washington, D.C. 20410. Those received by May 24 will be considered in preparing the 
final standards. 





Tenants To Help Repair Housing 


HUD has announced two new actions that could substantially improve living 
conditions for more than 26,000 low-income families residing in multifamily projects HUD 
owns across the country. 


The first involves repair of HUD-owned properties...and the second. : . stronger 
management of the projects after they have been repaired. 


Assistant Secretary for Housing Lawrence B. Simons instructed HUD Field Offices to 
begin repair on more than 250 projects the Department has acquired largely through 
foreclosure of mortgages insured under subsidized programs. A small number of projects built 
under non-assisted programs but now serving low-income tenants is also included. 


Tenants are to be hired to the greatest extent possible in carrying out the repair 
operations. Simons also directed Field Offices to assure adequate management of these 
projects. 


The principal cities involved, each of them with concentrations of HUD-owned 
projects in their neighborhoods, are: Boston, Chicago, Newark, Hartford, New York, 
Washington, D.C., Tampa, Dallas, Atlanta, Indianapolis, Detroit, Denver, Cincinnati, Kansas 
City, Mo., Los Angeles, Cleveland, San Francisco, Jackson, Miss., and Oklahoma City. 


The new actions are being undertaken as a result of recommendations of the 
Multi-Family Property Utilization Task Force appointed by HUD Secretary Patricia Roberts 
Harris last June to recommend ways to reverse the growing trend of HUD-insured projects 
experiencing financial problems. 


The task force found that as projects begin to encounter financial problems, 
maintenance and repairs are often deferred. Projects deteriorate as the mortgages go into 
default, are subsequently assigned to HUD and... ultimately. . . are foreclosed. 


“By the time HUD owns them,” Simons said, “they most often are a blight on their 
neighborhoods and require extensive repairs.” 


The rents tenants are able to pay often will not support operating and repair costs of 
their projects, he added. Thus, when they were sold by HUD in the past, the sales price 
usually did not cover the Department’s outlays to pay off the mortgage insurance claim. 
After sales. . . losses have averaged nearly $1.6 million per multifamily project, considering the 
cost of the claim and other expenditures made during the time HUD owned the projects. 


While present instructions call for award of management contracts to the lowest 
qualified bidder. .. Field Offices in many instances have selected the lowest bidder without 
adequate attention to qualifications, Mr. Simons said. Under the new instructions... Field 
Offices will include in each bid mvitation a comprehensive list of the management 
qualifications and skills needed to handle specific problems affecting the project to be 
managed. 


When these multifamily properties are repaired...HUD intends to sell them with 
Section 8 Rental Assistance subsidies as these subsidies become available, thus assuring their 
continued availability to house low-income families, Simons said. 


The large number of defaults and foreclosures the Department has experienced in the 
past few years stems from the fact that certain Departmental Programs did not provide a 
subsidy mechanism adequate to bridge the gap between operating costs and project rentals 
caused by inflation and rising costs, especially in utilities. These are HUD’s older programs of 
rental housing aid to the working poor... Section 236 and 221(d)(3) Below Market Interest 
Rate and Market Rate and Rent Supplement Programs. 


* 


Publication Available 


How Cities Can Grow Old Gracefully... prepared by the House of Representatives 
Committee on Banking, Finance and Urban Affairs. For sale for $3.25 by the Superintendent 
of Documents, Washington, D.C. 20402. Stock No. 052-070-04385-7. 





GNMA Auction Sale 


GNMA has announced that it will offer for sale approximately $300 million in 
FHA-insured and VA-guaranteed home mortgages at an auction on May 24. 


The mortgages were purchased by GNMA under its Special Assistance Tandem 
Programs. Included are loans bearing interest rates of 7 percent and above. The mortgages are 
generally grouped into packages of $1.1 million or more. Such mortgage packages, provided 
they are otherwise eligible, may be used to back issues of GNMA mortgage-backed securities 
even if they are older than | year. 


The sale will be conducted for GNMA by the Federal National Mortgage Association 
(FNMA) under terms and procedures contained in a bidding invitation published by FNMA 
on April 24. A listing of the mortgage package is included with the invitation and may be 
obtained from the FNMA Regional Offices in Philadelphia, Chicago, Atlanta, Dallas, and Los 
Angeles. 

* 


Increase In Older Americans Continues 


Another report has been released that should be of interest to demographers and 
those who chart the future course of housing demand. The Senate Committee on Aging 
reports that the number of Americans 65 years of age and older increased by 18 percent 
between 1970 and 1977... while total population was growing only 5 percent. 


In its annual report on the status of the elderly. .. the Committee predicts that the 
typical 65-year-old citizen (now | in each 9 Americans) can expect to live 16 more years 
than ever before. The average 65-year-old man can look forward to a 13.7-year life 
span... while a woman of the same age can expect 18 years of life. Since the turn-of-the 
century... life expectancy at birth has increased 25 years. 


In 1900...only 40 percent of Americans lived to age 65...today the figure is 75 
percent. 
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